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INTRODUCTION

The Conmm ssion adopts this rule to achieve intrastate access
rate levels in Maine that will be |less than or equal to
then-current interstate levels by May 30, 1999, as required by
35-A MR S. A 8 7101-B. This rule is adopted pursuant to 35-A
MR S.A 88 104, 111, 301, 1301, 2102, 2105, 2110, 7101, 7101-B,
7104- A and 7303.

Currently, New Engl and Tel ephone & Tel egraph Conpany d/ b/ a
NYNEX, now known as Bell Atlantic - Maine (Bell Atlantic) charges
an average access rate of about 20 cents per mnute for
intrastate calls.? The per-mnute average interstate access
rate, for the total of both originating and term nating access,
currently averages about $0.07 cents per mnute. That rate is
expected to decrease further in the next few years as the Federal
Commruni cati ons Comm ssion (FCC) inplenents its access reform
poli ci es.

VWiile we will adopt these revisions to 8§ 8 of this Rule, we
are aware that there are other sections that require changes. W
wi |l propose revising and updating other sections of this Rule
(such as 88 5 and 6) shortly.

11. BACKGROUND

35-A MR S. A 8§ 7101-B was enacted by the Legislature during
the last legislative session and becane effective on Septenber
19, 1997. Section 7101-B requires that we establish, by May 30,
1999, intrastate access rates that are |l ess than or equal to the
interstate access rates that are established by the FCC,
not wi t hst andi ng any other provisions of law. By January 1, 1998,
we are required to report to the Legislature’ s Joint Standing
Commttee on Uilities and Energy on our progress in achieving
parity with interstate access rates.

I111. PROPOSED RULE

On June 10, 1997, we issued a Notice of Rul emaking/ Notice of
| nqui ry proposing anendnents to Chapter 280 to achieve parity

YCurrently Bell Atlantic serves as access charge adm nistrator.
Under Chapter 280, 88(B), all |ocal exchange conpanies (LECs) in
Mai ne must concur in Bell Atlantic s access rates.



wWth interstate access rates by May 30, 1999.2 The rul e proposed
a nunber of changes as descri bed bel ow.

A. Parity with Interstate Access Rates Required

In our proposed revision to Chapter 280, we set forth a
process, including reporting and filing requirenents, to | ower
intrastate access rates to levels that are equal to or |ess than
then-current interstate access rates by May 30, 1999.:3

Under the proposed rule, intrastate access rates would
be reduced, by May 30, 1998, by at |east 40% of the reduction
projected as necessary to achieve parity with interstate access
rates by May 30, 1999.4 The 1999 reduction would be any

2In a separate Inquiry phase of this proceeding, we offered al

i nterested persons an opportunity to negotiate a resol ution of

t he nunmerous issues raised by the inpact of access rate
reductions. On Novenber 7, 1997, a group of stakeholders (the
Comm ssion Staff, State Planning Ofice, State Departnent of
Adm ni stration and Fi nanci al Services, State Departnent of
Education, Public Advocate, and Bell Atlantic) filed a

stipul ation addressing certain issues raised by the inquiry.
Because the Comm ssion nust deci de whether to adopt this rule
bef ore Decenber 23, 1997, we will adopt this Order and Rule prior
to determining whether we will accept or reject the stipul ation.

®In Docket No. 96-526 (Order dated June 10, 1997), the Conmmi ssion
anended Chapter 280 to reduce the originating intrastate access
rate by 20% On July 31, 1997, we issued an Order Approving
Compliance Filing regarding Bell Atlantic’'s rates for access
services. Bell Atlantic had filed, on July 30, 1997, its tariff
for Access Service, § 30.5.1. In our July 31, 1997 O der, we
found that the Conpany’'s tariff conplied with the requirenents of
Chapter 280, 8 8 (K

“Assumi ng an average federal access rate of about 7 cents per
m nute, access rates in Maine would decline froman average of
about 20 cents per mnute to about 14.8 cents per mnute in My,
1998, which is 40% of the difference between the current average
access rate of about 20 cents per mnute and a federal access
rate of about 7 cents per mnute. Assum ng an average federal
access rate of about 5.3 cents per mnute, access rates in Mine
woul d decline froman average of about 20 cents per mnute to
about 14.1 cents per mnute in May, 1998, which is 40% of the

2



addi ti onal anount necessary to achieve parity with then-current
interstate access rates before May 30, 1999.°5

We have proposed anendnents to Chapter 280 that woul d
add provisions to the rule that are consistent with the statutory
amendnent and that woul d phase-out the provisions of Chapter 280
that will be made obsolete by 35-A MR S.A § 7101-B

B. Structure of Access Rates

In the Notice of Rul emaking, we proposed that the | ocal
exchange conpani es nmust structure their intrastate access rates
in the sane way as the federal structure for access rates billed
to interexchange carriers. W proposed this policy for three
reasons. First, we found that substantial differences between
Mai ne’s structure and the interstate structure can no | onger be
sustained. Second, it is nore difficult to ensure conpliance
with this Rule if intrastate access charges are structured
differently fromthe federal charges. Finally, we agree with the
principle that non-traffic sensitive charges should be recovered,
to the extent possible, through flat charges to carriers, we saw
no reason to depart, prospectively, fromthe federal structure
recently announced by the FCC.&¢ See Federal Communications
Commission, In the Matter of Access Charge Reform, CC Docket No.
96- 262, Price Cap Performance Review for Local Exchange Carriers,
CC Docket No. 94-1, Transport Rate Structure and Pricing, CC

di fference between the current average access rate of about 20
cents per mnute and a federal access rate of about 5.3 cents per
m nut e.

>On May 30, 1999, the access rate in Miine would decline from
about 14.8 cents per mnute to about 7 cents per mnute, assum ng
that the access rate for federally-regulated interstate calls
remai ns about 7 cents per mnute. The federal access rate for
interstate calls is, however, expected to decrease further in the
next several years. Thus, the May 30, 1999 access rate reduction
may i nclude an additional increnent that would reduce the federal
access rate fromabout 7 cents per mnute to the then-current
federal access rate.

®In a recent Chapter 280 rul emaking in Docket No. 96-526, we had
proposed, but did not adopt, a simlar flat-rate structure, based
on revenues rather than access |ines.



Docket No. 91-213, End User Common Line Charges, CC Docket No.
95-72, First Report and Order Adopted: May 8, 1997.

C. Changes to the Existing Section 8

In our Notice of Rulemaking, we proposed to

el imnate several substantive subject areas (subsections F, | and
J) presently contained in Section 8 on the effective date of this
proposed Rule. Several other sections (subsections A-E, F, | and

J) would expire on May 30, 1999.

We proposed to elimnate the entire subject matters of
present subsections F, | and J imediately for reasons unrel ated
to the enactnment of 35-A MR S. A § 7101-B. W have proposed to
elimnate the | eakage access charge (Subsection F) because it
never went into effect; it would be difficult to enforce; and the
| eakage problem (custoners avoiding toll charges by effectively
making all calls local through the use of private lines) has been
significantly dimnished by special contracts for |arge
custoners. W proposed to elimnate subsections | and J because
t hese subsections have never been used and are overly conpl ex.

Qur proposal to elimnate the entire subject matters of
present subsections A-E, G H and K, effective May 30, 1999, is
based on the requirenments of 35-A MR S.A 8§ 7101-B and because
of our proposal that the intrastate access rate structure in
Mai ne would mrror the federal interstate access rate structure.
Therefore, these subsections would no | onger be needed.

IV. ANALYSIS OF COMMENTS RECEIVED ON PROPOSED AMENDMENTS

In our Notice of Rul emaking/ Notice of Inquiry dated June 10,
1997, we asked interested persons to provide comments, by August
25, 1997, on the proposed anendnments and four sets of specific
questions. W did not schedule a public hearing on the proposed
rule but we afforded interested parties an opportunity to request
a hearing. The Comm ssion received no requests for a hearing.

We received witten coments from AT&T Communi cati ons of New
Engl and (AT&T), Bell Atlantic-Maine (Bell Atlantic), Mine
Depart ment of Education/ Maine State Library (Education/Library),
MClI Tel ecomruni cati ons Corporation (MCl), the Public Advocate,
and Tel ephone Associ ation of Miine (TAM.

TAM comment ed generally that the Comm ssion should establish
a tinmetable for inplenenting the intrastate access rate

4



reductions, and a process for determ ning the necessary
corresponding actions to offset the inpacts on i ndependent

t el ephone conpanies, to assure that the issues are addressed and
resolved in a coordinated, orderly and tinely matter. TAM notes
that if the Comm ssion does not inplenent Section 7101-B
properly, the rigid requirenents and |lack of clarity of the new
statute could result in the need for large basic rate increases.
| f not handled properly, the ability of |ocal exchange conpanies
to continue their operations in Miine and provide universal
service to rural custonmers could be severely harnmed. Thus, TAM
states that the Conmm ssion should adopt a rule that will satisfy
the constraints of the statute yet preserve the public interest
by mai ntai ni ng an at nosphere under which quality universal
services can continue to be provided under reasonabl e rates.

Education/ Li brary made the general comment that this
proceedi ng (including the Inquiry portion of this docket) and our
Uni versal Service Inquiry (Docket No. 97-429) are so interrel ated
that the issues in one docket cannot be addressed w thout
addressing the issues in the other and that sone forum should be
provi ded to di scuss how proceedi ngs on these dockets can be
coordinated. In addition, Education/Library discusses the
di sposition of anmpunts under the Comm ssion’s Order in Docket No.
94-123 that were allocated to schools and libraries funds that
have not been spent.

Inits Coments, Bell Atlantic notes that it was vigorously
exploring the possibility of stipulating a resolution of the
i ssues raised by the Inquiry portion of this docket. If a
settlenment could be reached, Bell Atlantic stated that it wll
submt for the Comm ssion’s consideration the Conpany’s specific
proposal on how any required access reductions can best be
achi eved.

Bot h Education/Library and TAMrai se the issue of
coordi nating our access rule with our interrelated universal
service proceedings, e.g., our USF Inquiry (Docket No. 97-429)
and our schools and libraries proceedi ng (Docket No. 96-900). W
agree that this proceeding is closely related to numerous ot her
proceedi ngs, especially those related to preserving universal
service. The anended rule as proposed sets forth the framework
for achieving parity with then-current interstate access rates in
Mai ne by May 30, 1999. This will allow us to achieve these
access rate reductions in a tinely and manageabl e way.



W w il also address the universal service issues, including
t hose concerns rai sed by Education/Library and TAM in a tinely
way but we recognize that there are nunerous uncertainties at the
federal |evel that have inportant inplications to Maine. W wll
continue our state-level universal service proceedings, but final
actions in these proceedings are inextricably linked to federal
uni versal service activities. Wile we will seek resolution of
these issues in as tinmely a manner as reasonably possible, we
cannot delay the adoption of this access rate parity rule.

We are open to exploring ways to accommpdate the specific
concerns of | ocal exchange conpani es and other parties. Thus,
while we will set forth a clear and understandabl e franework for
achieving parity by May 30, 1999 in this Order and Anended Rul e,
we w Il consider requests for waivers of this rule so long as the
request for waiver sets forth a tinely, predictable, and
reasonabl e plan for achieving access rate parity by May 30, 1999.
This date of course, is set by statute and cannot be waived. W
note further that we would be extrenely reluctant to del ay al
further reductions to May 30, 1999, but we are willing to
consi der appropriate alternatives to the timng set forth in our
Rul e.

The questions and responses of the Commenters to our four
sets of specific questions are set forth bel ow

1) At what pace should the reductions in access
rates, which nust be conpleted by May 30,
1999, be phased in during the period July 1,
1997 to May 30, 1999?

AT&T enphasi zes that reductions in access rates to forward
| ooki ng econom ¢ cost should be phased in as quickly as possible.
AT&T woul d prefer that 60% of the reduction be effective on My
30, 1998.

MCI supports evenly splitting the required access rate
reductions over the 2-year period because it would provide
greater consuner benefits earlier and would help to stabilize
rate changes.

The Public Advocate states that the Conm ssion’s proposal to
require 40% of the required reduction by May 30, 1998 and the
bal ance by May 30, 1999, is appropriate. A nore gradual decrease



woul d cause greater adm nistrative costs and nore custoner
conf usi on.

TAM states that the pace of reductions in access rates
cannot be considered in isolation fromthe pace of correspondi ng
increases in basic rates and i nplenentation of neasures such as a
state USF support nechanismor state SLC. TAM notes that the
Comm ssi on has recogni zed the need to deal with these issues in a
conprehensive and tinely manner with regard to Bell Atlantic.

TAM requests that the Comm ssion establish a tinetable for

i ndependent tel ephone conpanies that allows for the resol ution of
the rate and state USF i ssues before the inpact of access rate
reductions are inposed on the independent tel ephone conpani es.
TAM woul d wel conme the opportunity to prepare a plan, for the
Comm ssion’s consideration, to address these issues for

i ndependent tel ephone conpani es.

W will require that the mninmumrequired access rate
reduction shall be at |east 40% of the reduction necessary to
achieve parity with interstate access rates by May 30, 1998 and
that the 1999 reduction shall be any additional anmpbunt necessary
to achieve parity wth then-current interstate access rates by
May 30, 1999.

We are not persuaded by the comments of AT&T and MCI that we
should require a nore rapid reduction in access rates. First, we
have already reduced originating intrastate access rates in Mine
by 20 percent in a separate proceeding.’ Thus, we have already
made significant progress in achieving parity with interstate
access rates. Second, while we nust achieve access rate parity
in an orderly and predictable way, we are well aware of the
numer ous uncertainties surroundi ng uni versal service and ot her
i nportant issues. To better accommpdate these uncertainties, we
require a mnimum 40/ 60 split between 1998 and 1999. Wiile we
will require a mninmum access rate reduction of 40 percent in
1998, we encourage | ocal exchange conpanies to voluntarily
decrease access rates further in 1998.

"MClI's Comments assuned that the applicable average intrastate
access rate was 26 cents per mnute. It currently is about 20
cents per m nute.



As we noted in our response to the parties’ general
comments, we are open to considering waivers to our rule if a
party presents an appropriate alternative.?

2) To what extent should the timng of the phase-in and
the level of intrastate access rate reductions be
synchroni zed wth recei pt by the | ocal exchange
conpani es of potentially increased federal Universal
Service Fund (USF) support paynents (received pursuant
to the requirenents of Section 254 (b) of the federal
Tel ecomuni cati ons Act of 1996) ?

AT&T supports the position of the FCC, as outlined in the
FCC s May 8, 1997 Universal Service Order that it would be
premature to substitute explicit federal service support for
inplicit intrastate universal service support before states have
conpl eted their own universal service reforns through which they
will identify the support inplicit in existing intrastate rates
and nmake that support explicit. FCC Order No. 97-157, CC Docket
No. 96-45, paragraph 271.

MCI argues that the federal universal services are required
to be conpetitively neutral in ternms of both contributions and
rei nbursenents and that to use the universal service funds to
mai ntai n the purported revenue requirenent of the incunbent | ocal
carrier is in violation of both the letter and spirit of the
federal Tel ecommuni cations Act of 1996.

The Public Advocate supports the timng of access rate
reductions to coincide with increased federal universal service
fund (USF) support if that were possible. The Public Advocate
argues that the short tinme frane allowed by 35-A MR S. A §7101-B
and the uncertainties associated wth the prospective | evel of
federal USF support does not nake that possible.

TAM states that there is no reason to conclude at this tinme
that rural tel ephone conpanies in Maine can expect to receive
i ncreased federal USF support paynents in the next few years.

8\Wai vers may al so be appropriate to coordinate the transition by
i ndependent | ocal exchange conpanies (LECs) fromintrastate
settlenments to access charges based on their own revenue
requirenents, to coordinate the transition with independent LEC
| ocal rate adjustnents, and/or to inplenent an intrastate

uni versal service fund.



| ndeed, TAM states that the timng and extent of intrastate
access rate reductions will hasten the need for a state universal
service program TAM states that the Conm ssion wll have to
address this issue soon.

We agree with the Public Advocate that numnerous
uncertainties remain, on both the federal and state |evels,
regarding the timng and | evel of interstate access rate
reducti ons and possi ble changes in federal USF support paynents.
W agree with TAMthat Maine may not receive increased high-cost
support in a new plan. W wll continue to be involved in
federal proceedings and we will be open to considering
alternative approaches if significant devel opnents occur.

3) Shoul d the rule require each i ndependent tel ephone
conpany to file individual access rates? Should they be
required to enter into a mandatory pool w th Bel
Atlantic, a voluntary pool wth Bell Atlantic, or a
vol untary pool wth each other?

MCl argues that each of the independent tel ephone conpanies
should file separate access tariffs based on the cost standards
consistent wwth its formof regul ation.

The Public Advocate recomrends that the Conmm ssion apply
this rule to the i ndependent tel ephone conpani es (independents)
in the sane way that the rule will be applied to Bell Atlantic.
| f, however, the independents and Bell Atlantic arrive at a
voluntary settlenments pool agreement with Bell Atlantic or with
each other, the Public Advocate would not object to such an
arrangenment, provided that the pool does not cause significant
Cross-subsi di es.

TAM states that there wll be a “trenmendous” shift of
revenues fromtoll/access to basic local rates for rural LECs if
they use the NECA interstate rates for intrastate access.
Accordi ngly, TAM supports the pooling concept as a neans for
averagi ng access rates.

Section 8(B), which is not changed in this rul emaking,
requires that other LECs concur in Bell Atlantic’s access rates.
The i ndependent LECs may, of course, request a waiver fromthat
provision if, for any reason, they desire to file individual,



nonconcurring rates. W recognize the potential benefits of the
pooling concept but will not order that approach in this rule.?

4) If “mrroring” of interstate access rates produces
substantially | ower revenues for a high-cost
i ndependent tel ephone conpany, how shoul d t hese issues
be coordinated with the devel opnent of a state
uni versal service fund?

AT&T woul d support coordinating the determ nation of the
need for, and the devel opnent of, a conpetitively neutral state
uni versal service fund with the reduction of access with respect
to i ndependent tel ephone conpanies, but not for Bell Atlantic.

MClI argues that any USF nechani sns that the Comm ssion
chooses to establish pursuant to its authority should still
conformto the Federal Communications Act of 1996. Thus, the
state USF nechani snms nust be “specific, predictable, and
sufficient nechanisns ... that do not rely on or burden federa
uni versal service support mechani sns.” Tel ecomruni cations Act of
1996, Publ. L. No. 104-104, 8§ 191(a), 100 Stat. 56 (1996)
(codified at 47 U.S.C. 8254(f)(1996)).

The Public Advocate supports coordinating this proceeding
with the state USF proceedi ng but would not reconmend a sl ower
i npl emrentation of the proposed rul e because any delay will also
del ay the begi nning of neaningful conpetition in Miine's
i ntraLATA mar ket .

TAM enphasi zes that achieving parity with interstate access
rates nust be coordinated with the devel opnent of a universa
service fund, the resolution of necessary increases in |ocal
exchange rates, the possible adoption of a flat Subscriber Line
Charge (SLC) in Miine, and the resolution of the consequences of
the effort by Bell Atlantic to termnate the settlenents process
in Maine. TAMrequests that the Comm ssion assign advocacy staff
to facilitate the devel opnment of such a plan.

°The i ndependent LECs in Maine may wish to voluntarily pool at
the federal level and in doing so could mrror those pooled rates
at the state level.
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W agree with the commenters that we should coordinate this
rule with our universal service proceedings as well as other
Comm ssion activities. Wile we will not assign advocacy staff
to discuss these issues with TAM nenbers, we encourage our
advisory staff to nmeet with TAM and other interested parties in
appropriate foruns to discuss the devel opnent of a process to
achi eve and coordi nate an appropriate resolution to the
interrelated issues set forth by TAM W will not decide at this
time whether to assign advocacy staff. W note, however, that we
may | ack sufficient resources to do so at this tine given the
many proceedi ngs that we are undertaking, often under tight
tinmetables, in the electric, gas, tel ephone and water industries.

TAM made three additional comments. W summarize and
respond to these comments bel ow.

1) TAM notes that if intrastate access rates are set
i ndi vidual ly by conpany, rather than on a pool ed basis
i n which conpani es concur, and rate |evels nust equal
the then-current interstate levels, it would be
adm nistratively | east burdensone for carriers and the
Comm ssion sinply to allow carriers to cross-reference,
where appropriate, their interstate tariffs for
intrastate purposes. |If the exact structure and terns
and conditions of interstate tariffs are mrrored but
not the rate levels, carriers should be allowed to
cross-reference all sections but the rate sections;
thus, in this case only the rate section of access
filings within Maine would need to be specified.

Wil e this approach seens reasonabl e, we need not resolve
this issue in this Oder. This issue can be resolved in future
conpl i ance proceedi ngs.

2) TAM notes that there are basic differences in the
structure of access rates in Maine and the interstate
access rate plan. TAM states that an accurate
assessnent of an individual LEC s effective interstate
access rates should take into account the ful
interstate recovery conponents includi ng any changi ng
USF expense adjustnent and wei ghted dial equi pment
m nutes (DEM weighting. TAM states that the state
pl an should include simlar parallel conponents.
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We agree that there are a nunber of technical and structural
i ssues that will have to be evaluated in order to properly mrror
the structure and | evel of federal interstate access rates.
Because the structure and specific design of access rates is
likely to evolve over the next several years, we set forth the
basi ¢ framework of appropriate reductions in Mine-jurisdictional
access rates in this Order and Rule and | eave the techni cal
details to conpliance proceedings in 1998 and 1999.

3) TAM notes that the FCC s access restructure proceedi ng
has, to date, focused on issues affecting interstate
price cap carriers. As a result, the rural LECs in
Mai ne are unable to forecast how the federal access
rate proceeding will affect them TAM states that the
Comm ssi on should not order or expect the smaller LECs
to commt to intrastate changes prior to a ful
opportunity to review, analyze and understand the
i npact of a future interstate access rate
restructuring.

We are aware that there are nunerous uncertainties and wll
carefully consider alternative approaches, on request.

V. CONCLUSION AND ORDERING PARAGRAPHS

We therefore will adopt the anmendnents to Chapter 280 as
proposed on June 10, 1999.

Accordi ngly, we
ORDER

1. That the attached Chapter 280, Provision of Conpetitive
Tel ecomruni cati ons Services, is hereby approved and effective
five days after acceptance of filing by the Secretary of State.

2. That the Adm nistrative Director send copies of this
Order Adopting Rule and Statenment of Factual and Policy Basis and
the attached rule to:

A Al'l telephone utilities in the State, excluding
operators of custoner-owned coi n-operated (or coinless) pay
t el ephones (COCOTs) .

B. Al'l persons on the Comm ssion’ s subscriber |ist
who have requested notice of rul emakings.
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C. Al l persons who have filed comments in Docket No.

97- 319.

D. The Bureau of Corporations, Elections and
Commi ssions in the office of the Secretary of State; and

E. The Executive Director of the Legislative Counci
(20 copi es).

F. The Secretary of State for publication in

accordance wth 5 MR S. A 8§ 8053(5).
Dat ed at Augusta, this 3rd day of Decenber 1997.

BY ORDER OF THE COWM SSI ON

Dennis L. Keschl
Adm nistrative Director

COWMM SSI ONERS VOTI NG FOR: Wl ch
Nugent
Hunt
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